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Many blame unpredictable price fluctuations in finan-
cial instruments caused by a multitude of political and 
economic variables, the engineering of complex financial 
products, or man-made and natural catastrophes. There 
are also supposedly foreseeable or theoretically cyclical 
events, such as market cycles, and inflationary and de-
flationary periods, among others. In reality, these are but 
a few of the many factors whose dynamics are constant-
ly changing, contributing to an economic environment in 
which traditional methods appear to be less effective in 
helping investors achieve their long-term goals.

At Tower Square Investment Management, we believe 
investing requires greater sophistication, a proactive 
style, and a shift from a sole focus on returns to one that 
comprehends and addresses the level of risk investors 
are comfortable undertaking. We believe that investing 
takes discipline, expertise and the tools and processes 
that are necessary for this level of complexity.

In order to address the need for growth in a portfolio in 
light of increasing market volatility and the overall com- 
plexity of investing, we bring you our Large Cap Core 
strategy.

Seeking Growth in Complex Markets
Why is it so difficult to achieve one’s investment goals?
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A Risk-Managed Equity Portfolio
Tower Square’s Large Cap Core is a separately managed  
account strategy investing in highly liquid U.S.-listed 
equities. This strategy has been designed for investors 
seeking a risk-managed approach that strives to build 
and maintain wealth. Large Cap Core seeks to outper-
form the S&P 500 index over a complete market cycle 
with a bias toward downside risk management. The 
strategy is designed to accommodate growing concern 
over market risk while still providing the participation in 
growth available through investing in equities, under-
standing that diversification alone has diminished in its 
ability to mitigate risk in today’s market.

Like all Tower Square Investment Management strate-
gies, Large Cap Core is based on the principle that it is 
more important to manage against losing money than 
it is to reach for extra return. In other words, we believe 
the key to positive long-term performance lies in the 
ability to avoid lower lows, not necessarily striving to 
achieve the highest highs. To accomplish this, we rely 
on three key attributes:

 »  Broad diversification as the foundation of a risk-
managed investment strategy.

 »  A robust process for security selection to source 
equity exposure.

 »  Systematic, dynamic rebalancing to adapt to our 
outlook and market conditions while striving to 
adhere to your long-term objectives.

At its foundation, Large Cap Core employs a disciplined 
methodology to identify opportunities to purchase 
stocks in large U.S. companies that the portfolio 
management team believes are poised for enhanced 
performance with a favorable risk/reward tradeoff.

Large Cap Core follows a growth at a reasonable  
price (GARP) approach, using proprietary method- 
ologies for forensic analysis of financial statements  
in conjunction with peer comparisons. Investments 
are centered in large company equities deemed 
inexpensive based on financial yardsticks such as 
earnings growth, strong management performance 

(i.e., return on assets or inventory turnover), and cash 
vs. accrual earnings.

Holdings are concentrated in approximately 40 to 60 
securities with strong balance sheets and consistent 
earnings growth. Managers use technical analysis to 
help identify opportunistic, lower-risk entry points, and 
will intentionally overweight or underweight certain 
S&P 500 sectors and styles, although excessive sector 
and style bets are avoided through broad diversification. 
While there may not be “bargains” as far as equities are 
concerned, there is often the opportunity to uncover 
companies the managers deem are poised to perform 
well or react in a contrary way to other securities 
over specific periods of time. The strategy maintains 
a constant hedging approach by buying instruments 
designed to go up in value as the market declines, 
usually in the form of select exchange traded funds and 
mutual funds to partially offset some of the portfolio’s 
market exposure. The amount of hedging is regularly 
adjusted based upon the manager’s market outlook, 
but the effective hedge will generally not be less than 5 
to 10 percent of the account’s market value at any point 
in time.

Large Cap Core  
uses a risk-managed 
approach that  
strives to build and  
maintain wealth.
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Systematic Stock Selection Process
Portfolio managers begin the equity inspection process 
with a universe of 700 large cap stocks that are filtered 
through rigorous fundamental evaluation. The stocks 
are separated by sector and ranked in order of prefer-
ence based on a proprietary mix of quantitative factors  
backed by established financial theory and which have 
exhibited explanatory power in the past. This process 
systematically looks at more than 40 financial state-
ment metrics depending on their relevance to a given 
sector, with a particular emphasis on valuation, growth 
and balance sheet analysis.

The quantitative ranking process places significant 
importance on identifying red flags that may indicate a 
company’s recent earnings results are not sustainable, 
which involves a close examination of cash vs. accrual 
accounting. Red flags are also generated by items 
which may unexpectedly pressure future earnings 
and cash flows, such as an underfunded pension plan, 
uncollectable receivables or excessive inventory levels. 
Ultimately, this process results in a ranked list of stocks 
for each sector with only the top quintile being con-
sidered for inclusion in the portfolio. Lastly, technical 
and qualitative analyses are performed by the portfolio 
managers to determine the 40 to 60 stocks with the 
most attractive risk-to-reward characteristics.

The Large Cap Core stock selection process is repeated 
weekly, with daily monitoring, trading and adjustments, 
as necessary. Similarly, our macro market model, 
which analyzes several key economic, technical, 
valuation, fundamental and sentiment indicators, is 
updated weekly and is used to set the target hedge 
exposure, typically varying between 5 and 30 percent.

Disciplined Opportunism to  
Drive Growth
The modern-day investor has an unenviable task in 
contemplating an ideal investment solution that seeks 
to grow assets to provide for a secure financial future. 
That is because each individual has a unique situation, 
defined by specific needs, goals and risk tolerance, 
which is further influenced by myriad tendencies and 
preferences. After all, we’re human, and our choices 
are often clouded by what we think is best based on 
experience. Unfortunately, our experience often has 
little bearing on how to address the unpredictability of 
the markets or the overall complexity of investing.

Tower Square Investment Management believes in so-
phisticated solutions that rely on investment expertise 
and systematic processes to manage risk and mitigate 
the negative effects of market volatility. We create 
strategies to address a wide variety of investor needs, 
understanding that a complete solution for you may 
be composed of multiple strategies that together 
attempt to fulfill your unique objectives.

Large Cap Core represents an equity-based strategy 
that seeks to achieve long-term growth with reduced 
risk. Talk to your investment adviser representative 
today to understand how Large Cap Core may play a 
valuable role in your overall investment portfolio.

Large Cap Core
•  Sophisticated equity portfolio in a separately 

managed account

• Rigorous forensic accounting analysis

• Systematic stock selection process

• Regular monitoring and active management
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Exchange traded funds (ETFs) and mutual funds are sold 
only by prospectus. Investing in ETFs and mutual funds 
is subject to risk and potential loss of principal. ETFs 
incur trading and commission costs similar to stocks 
and frequent trading can negate the lower cost structure 
of an ETF. There is no assurance or certainty that any 
investment or strategy will be successful in meeting 
its objectives. Investors should consider the investment 
objectives, risks and charges and expenses of the fund 
carefully before investing. The prospectus contains this 
and other important information about the fund. Contact 
your registered representative or the issuing company to 
obtain a prospectus, which should be read carefully before 
investing or sending money.

Mutual funds and ETFs are subject to various admini- 
strative fees, which are explained in detail each fund 
prospectus. These fees are incurred in addition to any fees 
paid for portfolio management. Contact your advisor or 
review your investment advisory agreement for details on 
these fees. A portion of these fees may be paid to your 
advisor, the asset manager and/or custodian.

The return and principal value of bonds fluctuate with 
changes in market conditions. If bonds are not held 
to maturity, they may be worth more or less than their 
original value.

Bonds and bond funds will decrease in value as interest 
rates rise.

The yield on high yield bonds is due, in part, to the volatility 
and risk of the high securities market. High yield bonds are 
also known as “junk bonds.”

Income from tax free bonds may be subject to local, state 
and/or the alternative minimum tax.

Nothing in these materials shall be construed as offering 
or disseminating specific investment, tax, or legal advice 
to any individual without the benefit of direct and specific 
consultation with an investment adviser representative 
authorized to offer Tower Square Investment Management 
services. Information contained herein shall not constitute 
an offer or a solicitation of any services. Past performance 
is not a guarantee of future results.

Additional risks are associated with international investing, 
such as currency fluctuations, political and economic 
instability, and differences in accounting standards.

Emerging markets involve heightened risks related to 
the same factors as well as increased volatility and lower 
trading volume.

Small-cap stocks may be subject to a higher degree of 
market risk than large-cap stocks, or more established 
companies’ securities. Furthermore, the illiquidity of the 
small-cap market may adversely affect the value of an 
investment so that shares, when redeemed, may be worth 
more or less than their original cost.

Investments in real estate and REITS may be affected by 
adverse economic and regulatory changes. Properties that 
incur vacancies may be difficult to sell or release. Non-
traded REITs may have certain risks, including possible 
illiquidity of the investment, and should be considered 
a long-term investment. Past performance does not 
guarantee future performance. When you sell your shares 
and/or units, they could be worth less than what you paid 
for them.

Commodities markets have historically been extremely 
volatile.

The MSCI EAFE Index (Europe, Australasia, Far East) is 
a free float-adjusted market capitalization index that is 
designed to measure the equity market performance of 
developed markets, excluding the US & Canada. 

The Tower Square Large Cap Core strategy is available 
through certain advisory programs sponsored by affiliated 
and non-affiliated registered investment advisers. The Tower  
Square Large Cap Core strategy was formerly known as 

“U.S. Large Cap Select” and was available through legacy 
programs sponsored by First Allied Advisory Services, Inc. 
For more information about the legacy programs, please 
reference First Allied Advisory Services, Inc.’s Form ADV 
disclosure brochure. For more information about the Tower 
Square Large Cap Core strategy and available advisory 
programs, please reference the Tower Square Investment 
Management LLC Form ADV disclosure brochure and the  
disclosure brochure for the registered investment adviser your 
investment adviser representative is registered with. Please 
consult with your investment adviser representative for his or  
her specific firm registrations and programs available.
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About Tower Square Investment Management
Tower Square Investment Management LLC is an SEC registered investment 
adviser owned by Cetera Financial Group..® It provides investment research, 
portfolio and model management, and investment advice to its affiliated broker-
dealers, dually-registered broker-dealers and registered investment advisers.

About Cetera Financial Group
Cetera Financial Group® is the retail investment advice platform of RCS Capital 
Corporation (NYSE: RCAP) that delivers the benefits of scale to its family of inde-
pendent broker-dealer firms and registered investment advisers while providing a 
framework that nurtures relationships, unique cultures and unbiased objectivity. As 
the second largest independent financial advisor network in the nation by number 
of advisors and a leading provider of investment programs to financial institutions, 
Cetera Financial Group provides award-winning wealth management and advisory 
platforms, comprehensive broker-dealer and registered investment adviser ser-
vices, and innovative technology to its family of broker-dealer firms nationwide.

Through those firms, Cetera Financial Group offers the stability of a large, estab-
lished broker-dealer and registered investment adviser, while serving independent 
and institutions-based financial advisors in a way that is customized to their indi-
vidual needs. Cetera Financial Group is committed to helping advisors grow their 
businesses and strengthen their relationships with their investor clients. All of the 
Cetera Financial Group broker-dealer firms are members of FINRA/SIPC. For more 
information, visit ceterafinancialgroup.com.


